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SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: (A) PARIS 18443, (B) TOKYO 9259, (C) STATE 137598 

1 . EMBASSY IS REQUESTED TO APPROACH HOST GOVERNMENT OFFI- 
CIALS TO EXPRESS U.S. APPRECIATION OF SUBSTANTIAL JAPANESE 
CONTRIBUTION TO LENDING EFFORT AND TO URGE GOJ TO UNTIE THE 
FULL AMOUNT OF ITS PROPOSED 75 MILLION DOLS CREDIT. 

2. THE U.S. IS PLEASED WITH THE OUTCOME OF THE JUNE 22 
MEETING AND THE DEMONSTRATED COOPERATION OF THE INDUSTRIAL 
DEMOCRACIES TO SUPPORT DEMOCRATIC CONSOLIDATION AND ECONOM- 
IC STABILIZATION IN PORTUGAL. THE U.S. RECOGNIZES THE CON- 
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SIDERABLE EFFORT WHICH THE GOJ HAS MADE TO FIND AN IMAGINA- 
TIVE AND FORTHCOMING WAY TO HELP IN MEETING PORTUGAL'S 
NEEDS. THE FACT THAT THE JAPANESE REP AT THE JUNE 22 MEET- 
ING WAS ABLE TO INDICATE THAT JAPAN INTENDS TO PROVIDE UP 
TO 75 MILLION DOLS CONTRIBUTED SIGNIFICANTLY TO THE SUCCESS- 
FUL OUTCOME OF THAT MULTILATERAL EFFORT FOR PORTUGAL. 
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3. THE JAPANESE REPRESENTATIVE AT THE JUNE 22 MEETING IN- 
DICATED THAT THE GOJ CONTEMPLATES A GOVERNMENT GUARANTEE OF 
50 MILLION DOLS IN UNTIED COMMERCIAL BANK LOANS AND A 25 

MILLION DOLS CREDIT FROM THE JAPANESE EXIM BANK WHICH 
WOULD PRESUMABLY BE TIED. THE U.S. HOPES THAT JAPAN WILL 
BE ABLE TO UNTIE ALL OF ITS PROPOSED 75 MILLION DOLS PAR 
TICIPATION IN THE PORTUGUESE ARRANGEMENT. PARTICIPANTS AT 
THE FIRST MEETING IN MAY RECOGNIZED THAT BECAUSE PORTUGAL'S 
FINANCING NEEDS ARE NEAR TERM AND CRITICAL. UNTIED BALANCE 
OF PAYMENTS LOANS WHICH ARE FAST DISBURSING WOULD BE THE 
MOST APPROPRIATE FORM OF ASSISTANCE. AS A RESULT OTHER 
COUNTRIES HAVE FOUND MECHANISMS TO PROVIDE FULLY UNTIED 
CREDITS. AT PRESENT COUNTRIES HAVE INDICATED FIRM COMMIT- 
MENTS TO PROVIDE ABOUT 630 MILLION DOLS (EXCLUDING THE 
JAPANESE 75 MILLION DOLS) IN UNTIED LOANS. UNTYING THE 
ENTIRE PROPOSED 75 MILLION DOLS CREDIT WOULD MAKE THE 
FORM OF JAPAN'S CONTRIBUTION FULLY CONSISTENT WITH PORTU- 
GAL'S FINANCING NEEDS AND THE ASSISTANCE PLEDGED BY OTHER 
DONORS. 

4. IF GOJ CANNOT UNTIE A PORTION OF ITS 75 MILLION DOLS 
CONTRIBUTION, WE WOULD HOPE THAT THIS PORTION WILL BE AS 
SMALL AS POSSIBLE AND THAT SUCH PORTION COULD BE EFFECTIVE- 
LY, IF NOT FORMALLY. UNTIED. ARRANGEMENTS WHICH WOULD FA- 
CILITATE EFFECTIVE UNTYING, FOR EXAMPLE, RETROACTIVE FINAN- 
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CING OF A BROAD BASE OF GOODS EXPORTED IN PREVIOUS OR CUR- 
RENT PERIODS, WERE DESCRIBED IN PARA 4 OF REFTEL C. CHRISTOPHER 
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